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EXPLANATION AND JUBTIFICATION
1. Purpose of Proposed Bill

#. The proposed blll permits the Central Intelligence Agency to lmprove
its retirement program by authorizing the establishment of e& retirement
system corresponding to that of the Foreign Service. The Agency needs to
attract and retain e force of highly qualified careerists in gpite of its
inability in fact to provide full-term careers for meny individual officers.
In order to minimize the adverse effects of necessary programs of mansged
attrition and to preserve its ebility to recruit and retain the high caliber
Dersonnel it needs, the Agency must make ressonsable Provision for the future
of those individuals who must be seperated before completing a full~term
career of thirty or so years. Therefore, Bection 3 of the proposed bill adds
& new paragraph (g) to Section 5 of the Cemtral Intelligence Agency Act of
1949, as amended, authorizing the Director of Central Intelligence to exer-
cise the authority available to the Secretary of State under Title VIIY of
the Foreign Bervice Aet of 1946, as amended, in order to establish a retire-
ment and disability system corresponding to that availsble to Foreign Service
Officers for limited numbers of Agency employees.

b. 8ince all provieions pertaining to the retirement of Poreign Service
Officers are not contained in Title VIII of the Foreign Service Act and since
it is poasible that future emendments relating to retirement may occur elseg-
where than in Title VIII, it is necessary to meke general provision for the
Director of Central Intelligence to adopt provisions of law applicable to
Foreign Service Officers for Agency employees. Additionally, most of the
basic travel allowances and overseas bensfits available to Forelgn Service
personnel are authorized for Agency empleyees by existing Section 4 of the
Central Intelligence Agency Act of 1949, as amended. However, amendmente
to the Foreign Service Act over the years have of necesesity required the
Agency to seek legislation pericdically in order to keep such authorities
up to date and uniform with those availsble to Foreign Jervice personnel.
Consequently, it is now proposed that the existing Sectionm 4 of the Central
Intelligence Agency Act be rescinded by Section 2 of the proposed bill. In
lisu of the rescinded authorities, the new Section 4 of the Central Intelli-
gence Agency Act authorizes the Director to adopt and epply to Agency
employees provisions of law spplicable to Foreign Service persomnel and to
exercise with respect to Agency employees the authority aveilable to the
Secretary of State for the purpose of having Agency employees accorded
appropriate benefits, rights, and allowances now suthorigzed for Foreign
Bervice Officers.

2. Problem

All regular employees of the Central Intelligence Agency are at present
covared by the provisions of the Civil Bervice Retirement Act. Buch coverage
is apprapriate for those whose conditions, obligations, and terms of service
are comparable to thoss of federal employees generelly. However, the Agency
has & serious problem in ite need to meke more adequate provision for certain
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of its employees who should be retired at an earlier age and with a more
equitable snnuity than can be provided undexr the Civil Service Retirement
Act. This need stems from the fact that the Agency cannot provide to or
expect from many individuals in its service a full-term working career of

thirty or so years.

3. Background

&. The conditions underlying this situation are ecmplex. For some
years, the Agency has recognized that it faces & serious dilemma. On the
one hand, the nature of its mission requires the employment of vory—highly

m pecpleland their continuing training and development
over the years in highly specialirzed and esoteric fields of endeaver. In
brief, cereer employment is essential to fulfill the majority of the Agency's
requiremente for personnel. On the other hand, factors directly related to
the nature and conditions of service in foreign intelligence operations and
factors affecting the capabllity eand desirs of individuals to remein in such
work on & long-term basls mske it infeasible to provide full-term career

employment for all careerists.

b. The nature of the work involved in the Agency's operations requires
pecple who have & high desgree of vigor, vitality, endurance, resilience, and
adaptability. Buch traita are required to cope with the stresses and strains
occasioned by uneven and uncertain hours and days of work, duty in unheelth-
ful locations with less than adequate medical facilities, and arduous and, *

not infrequently, hazardous assigrments. In summary, the nature of the

ey's mission ires le who acc
in the world and to be availlabls for duty on a 2 ~hour-a-day

¢. There is & further requirement that officers serving overseas must
normally perform their work under the cover of employment with scme other
The useful-

organization, & requirement which limits their long-term utility.
ness of an officer is seriously impeired if not destroyed if hie true enploy-

ment affiliation is revealed. However, the longer he serves under cover, and

particularly if his cover must be changed in the course of moves fram one post
to another, the groater becomes the risk that his true affiliation will be

inadvertently revealed to or inferred by hostile parties. Pinelly, aince most
positiona in cover organizations which can be made available for the Agency's

use are those which would normally be manned by Jjunior personnel of the host
organization, 1t is difficult to find appropriate cover for any substential

mmber of officers of middle-age or over.
d. There are other factors peftaining to the individuals themselves which,

over the years, limit their ability and dmsire to contime in oversess intel-
ligence operations. First, there is "motivational exhsustion.” This term is

uged to describe a gradual lessening of interest and enthusiasm of an officer
a2 & result of impingements on his personal and femily life. These stem from
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the transient nature of his aesigmments, the complications and restrictions of
cover and security requirements, and intrusions on his family life occasioned
by the requirement that he spend his apparent "leisure time" in performing
additional Agency duties after completing his cover workday. Further, while
all Agency employees are subject to security restrictione which place severe
limitations on their personsl freedoms, employees serving abroad are subject
to even greater restrictions and, in addition, must conduct their personal
affalrs in a manner consistent with their cover employment. These factors
tend to lessen the enthusiasm and willingness of the family to accompany the
officer on further assigmments overseas. Lastly, our experience has shown
that many employees or members of their families will in time inocur physical
impediments which limit or preclude further assignment oversess.

8. In eaddition to providing for separation short of a full-term career
for those officers who are affected by the factors described above, the Agency
mst elso be equipped to deal with sudden and sometimes radicel shifts in the
types of personnel required. These shifts cannot always be met by retraining
of personnel wvhose primary qualifications thus become cbsolete or unnecessary
and they become "occupationally surplus.”

4, Manpower Control

a. The Agency finds it increasingly necessary to impose manpower con-
trols to ensure appropriate alignment as to age, qualifications, and other
characteristics of the body of employees engaged in conducting or supporting
foreign intelligence operations. Insofar as possible, imbalances should end
will be corrected by the reassignment of officers who cannot or should not
continue in such work to other fields of work in the Agency. It is & cer-
tainty, nonetheless, that encouraged and induced attrition will be necessary.
A program of managed attrition, however, is feasible only if it 1s linked with
a system of retirement benefits which are sufficient to induce an employee or
& prospective employee to take the risk that he may be one of those individuals
vho cannot serve a full-temrm career,

b. The seriousness of this risk to the individual 1s greatly augmented by
the difficulty which he will encounter in sffecting a tranefer from intelli-
gence cperations to other government or commercial fields. The principal
reason for this is that the special skills required for intelligence work are
not ordinarily required in other fields. Other ressons are the inability of
exployeas for cover and security reasons to describe or confim to a prospec-
tive employer the scope and level of his duties and responsibilities. Further,
there is a reluctance on the part of other employers, both government and
private, who ere engaged in business overseas to hire a former intelligence
officer. This reluctance stems from their concern that the attitudes of
foreign officials toward their enterprises might be adversely affected if they
were known to employ "former spies.”
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c. A4s part of its manpower conirol program, the Agency has instituted
administrative procedures for identifying employees who become surplus to
its needs bacause of the several factors described above and has recently
engaged in an exercise which will result in the separation of approximately
150 such individuals. This process was made the more painful because of the
relatively inadequate assistance which the Agency could offer those separated
in meking occupational transfers or in retiring prematurely. The benefits
available were limited to those provided under the discontinued service pro-
visions of the Civil Service Retirement Act and to modest separation compen-
sation payments from the Agency related to years of service and salary.

5. Proposed Retirement System

8., In order to minimize the adverse effects of such programs on the
Agency's ability to recruit and retain the caliber of personnel needed, and
particularly to minimize their effects on the dedicated persomnel already
in the service of the Agency, better provision must be made for the futures
of those individuals who are separated before completing a full-term career.
An important means for doing so is to establish a retirement system permitting
earlier retirement with a more nearly adequate and equitable annuity than is
posaible under the Civil Service Retirement System. The Foreign Service
system 1s more suitable for Agency employees whose csareers are concerned with
intelligence operations. Aside from the additional special requirements of s5x1C
cover and security in CIA, these employees are subject to essentially the
same conditions of gservice which were the basis for the development of the -+

Foreign Service retirement asystem. {/
L | By adopting = ays‘Lm

corresponding to the Foreign Service system, the Agency can take advantage
of the considersble study and experience which has gone into its development.

b. Such a retirement system would not be appropriate for all Agency
employees and it is not the Agency's intention in requesting authority to
establish such a system to apply it to all employees. The essentisl criteria
for coverage under the proposed retirement system would be as follows:

(1) Career employess whose dutles and responsibilities are predomi-
nantly concerned with the conduct and support of intelligence operations in
forelign countries or with covert support in the United States of such
operations under compareble conditions.

(2) Career employees whose duties are so specialized that they are
placed at s speclal disadvantage when required to seek other employment.

6. Estimated Number of Employees under Proposed System
&, By the application of these oriteria, a maximum of approximately
25X9 [ ]Agency employees are potentially eligible for retirement under the
new system, Normally, we would anticipate that an average of about 27 of
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these employees would become eligible for optionel retirement under the Civil
Service Retirement System during each of the next five Years, For the reasons
presented In justification of our need for a retirement system comparable to
that of the Foreign Service, and to correct imbalances in the age make-up of
this grovp, we would hope, under the new system, to increase the average number
of retirements from this group by about LO in esch of these years.

b. During the past year the average age of Agency personnel who retired
under the Civil Service Retirement System was 66, We hope, in time, to lower
the average retirement age of those under the new retirement system to about
55 years which 1is comparable to the average retirement age in the Foreign
Service.

7. Cost Estimates

8. There will be certain increased costs for the administration of the
# ¥ retirement system which will be dependent upon the method by whioch the system
is actually administered. There are two alternative methods of administering
the system under consideration but finsl determination of the method will
require further study of the security and other problems inherent in the
administration of the program.

(1) The first of these methods would be by satelliting the funding
of the program on a current retirement fund. If this method of funding were
used it is anticipated that there would be minimum inoreased costs of adminia-
tration of the part of the retirement gsystem involved, Internal administration,
however, which would involve identification of individuals under either the
Civil Service Retirement System or the CIA Retirement System, would require
some Increased costs within the Agency. The costs of administering the pro-
gram would be nominal during its first year but after five years it is esti-
mated that the increased costs would amount to approximately $15,000 per year
and would involve approximately two man Yyears,

(2) The alternative method would involve establishing internally
within CIA a trust fund for the payment of annuities snd would involve again
very nominal costs at the beginning of the program. It is estimated that by
the end of five years, the administration of the proposed program would cost
approximately $80,000 per year with an increase of approximately eight man
years. The internal administration of the entire program would include msin-
tenance of the trust fund, determinations of eligibility and entitlements,
the payment of retirement benefits, and other related administrative matters,

b. There would be certain increased costs resulting from early retirements
and the increased retirement rates granted individuals retiring under the CIA
retirement program as opposed to the Civil Service retirement program., The
amount, of the increased costs during the early years would be quite nominal
depending on the number of retirees but would increase as the magnitude of
retirements as outlined in paragraph 6 developed.,
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